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A Proposed ‘‘Road to Labor Peace’”’ 


A faithful critic of InrorMATION SERvicE, the widely- 
known economist and statistician Willford I. King, 
thinks that some of our reviews and summaries of eco- 
nomic literature confuse the idea of profit sharing and the 
sharing of distributable income. Dr. King, who is profes- 
sor-emeritus of economics, New York University, is the 
author of “King’s Comments,” a feature service prepared 
for America’s Future, Syndicated (210 E. 43d St., New 
York 17, N. Y.). He calls our attention to one of his re- 
leases dated March 22, 1949, in which he continues his 
previous contention that strikes, however they come out, 
cannot affect appreciably the proportion of the earnings 
of industry going to labor—that is, to labor as a whole. 
He believes an entirely different solution of the dispute 
over wages is available. In the release referred to he dis- 
cusses it as follows: 

‘Whichever of the contestants wins a nominal victory, 
the public is sure to lose. And the odds are that neither 
the employers nor the employes will gain enough by fight- 
ing to pay for their own losses during the strike. Obvious- 
ly, what is needed is a peaceful method of obtaining a set- 
tlement fair to both. 

“Arbitration at once suggests itself, but, in practice, it 
is found impossible to find arbitrators who decide such 
disputes on their merits. Instead of being based upon jus- 
tice and sound economic principles, decisions almost always 
depend upon sympathy, prospects of personal gain for the 
arbitrator, or political considerations. 

“Labor courts, where tried, have developed most of the 
weaknesses accompanying arbitration. Must we, then, con- 
clude that, after all, striking is the best method vet dis- 
covered for settling labor disputes ? 

“Fortunately, the experience of 1,100 concerns employ- 
ing 115,000 workers makes it possible to answer this ques- 
tion with a decided negative. These business enterprises 
have adopted a revolutionary method of handling the prob- 
lem of labor relations—they have virtually transformed 
employes into partners. And this remarkable change has 
been accomplished under most adverse external circum- 
stances. 

“Where has all this happened? Surprisingly enough to 
Americans who think of the United States as the leader 
in every progressive movement worth mentioning, this as- 
tonishing achievement is primarily the work of a French 
manufacturing chemist—Eugene Schueller. What he has 
done and induced many other firms to do is to substitute 
for a system of fixed wage rates ‘Le Salaire Proportion- 
nel’—the proportional wage plan. 

“Under this arrangement, the ratio of the pavroll to 
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the total Whe of sales is kept constant. In other words, 
when sales increase, wages increase in the same propor- 
tion—and vice*versa. As Monsieur Schueller says, this 
plan makes every employe virtually a partner in the busi- 
ness. There is no longer any point to his striking, for, if 
he strikes, he strikes against himself. 

“Tt was in 1938, just as war was starting, that Monsieur 
Schueller first introduced Le Saltaire Proportionnel into 
one of his factories. Soon came the occupation of northern 
France by the German army. Inflation caused prices to 
skyrocket. Conditions were extremely unfavorable. Never- 
theless, the new system not only weathered the storms— 
it prospered. A harmonious spirit seized the workers. 
Every man was now interested in increasing production 
and sales. The result was that output per man expanded 
sharply, and pay per worker rose automatically. 

“By the end of 1943, Monsieur Schueller’s success had 
induced 612 enterprises to imitate him. Those interested 
organized a bureau of Studies to work out details of oper- 
ation and induce others to adopt this new method of com- 
pensating the working force. By 1947, some 1,100 con- 
cerns reported that they were using this method of wage 
payment. Why? 

“Monsieur Schueller gives the answer in these words: 
‘It is a fact that in an enterprise, as soon as one applies 
the S.P.. without changing in any way the men, the ma- 
chines or the organization, the production is augmented 
by 15 to 20 per cent; often indeed by 30 per cent.’ One 
reason for such an increase in output is that employes, on 
becoming interested in the results, work more steadily. 
Thus, one textile factory owner reports that time lost 
through absence from work dropped from 12.3 per cent 
to 1.35 per cent shortly after S.P. was adopted. 

“Pioneers like H. L. Nunn and Eugene Schueller have 
shown the world how to stabilize employment, increase 
production, and raise sharply the level of real wages, while 
at the same time substituting cooperation for friction in 
the field of labor relations. Is it not high time to suppress 
private warfare between employers and employes, and, 
as the French are already doing, establish instead thou- 
sands of ‘partnerships for prosperity’? This wavy lies the 
road to labor peace.” 

We invite comment on this proposal from our readers, 
especially from economists, and business and labor execu- 
tives. 


A Critique of the West 


War and peace today do not depend on Communism 
alone ; “they depend also on the state of health and illness 
in Western culture,” Dr. Charles Malik, Lebanon delegate 
to the United Nations and President for 1948 of the Eco- 
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nomic and Social Council, declared on November 23 in a 
speech before the Political Committee of the UN. For 
the superficial observer, indeed, “there is little to choose 
between the soulless materialism of the West and the mili- 
tant materialism of the East.” 

Speaking “in all humility,” Dr. Malik decried ‘‘a tragic 
dearth” of men who are “so genuinely in touch with the 
truth and with the hearts of their fellow men as to have 
only to open their minds to be loved and believed and fol- 
lowed. The world desperately cries for masters; for it is 
only the voice of conviction and truth that is going to 
save us. There is a corresponding bankruptcy of funda- 
mental ideas.” 

As a result, there is “an unequal struggle for the hearts 
of men between Communism and the West.” There is no 
ideological passion in the West comparable to that of Com- 
munists for their “set of generic ideas,” which are “for 
the most part false.” In the West “the talk about democra- 
cy, freedom, representative government, is woefully in- 
adequate ; it deals for the most part with pure form, sheer 
external machinery. It does not satisfy man’s deepest 
cravings for friendship and understanding and truth and 
love. ... 

“The only effective answer to Communism is a genuine 
spiritualized materialism which seeks to remove every trace 
of social injustice without loss of the higher values which 
constitute the very soul of the West... . 

“If your only export in these realms is the silent exam- 
ple of flourishing political institutions and happy human 
relations, you cannot lead. 1f your only export is a distant 
reputation for wealth and prosperity and order, you can- 
not lead. Nor can you really lead if you send forth to 
others only expert advice and technical assistance. To be 
able to lead and save yourself and others, you must above 
everything else address their mind and soul. Your tradi- 
tion, rooted in the glorious Graeco - Roman - Hebrew - 
Christian-Western European-humane outlook, supplies you 
with all the necessary presuppositions for leadership. All 
you have to do is to be the deepest you already are.” The 
real issue today is not over Communism; it is “whether 
Western society, conceived in the joyous liberties of the 
Greek city-states and nurtured on Christian charity, can 
still recover from the worship of false and alien gods and 
return to its authentic sources. The challenge of the mo- 
ment is whether modern man .. . can still regain the 
original integrity of his soul. 

“Whatever the weakness and decadence of the West, it 
still has one saving glory: the University is free, the 
Church is free... . Truth can still be sought and God can 
still be loved and proclaimed, in joy and freedom. And 
this fact alone is going to save us. It will not be by pacts, 
or by atomic bombs, or by economic arrangements, or by 
the United Nations, that peace will be established, but by 


the freedom of the Church and the University each to be 
itself.” 


What is needed today is “not new pacts, but funda- 
mental modification of position, a real change of heart... . 
The non-Communist world is by now fully awake to its 
dangers. If Communism believes that the clash is inevita- 
ble, it must realize that the non-Communist world is not 
going to be caught napping. . .. Communism will deceive 
only itself if it thinks that the Western World is so de- 
cadent that Communism can choose at will its own hour 
of striking. But if the clash is coming, . . . postponement 
will serve only to allow both sides to prepare better. This 
is the frightful meaning of the present arms race.” Post- 


ponement has significance only if there are “fundamental 
changes in position which may avert the clash. 

“We must hope and pray that the leaders of the Soviet 
Union will reconsider and alter their present determina- 
tion to shut off their country, their people, their minds, 
from the rest of the world. It is an ultimate injustice to 
the world to deny it free access to the great immeasurable 
riches of the Russian mind and of the Russian scene. 

“Every point of contact which still exists between the 
Soviet Union and the rest of the world must be preserved 
and enlarged, on whatever level. New points of contact 
must be sought. All of us here find it hopeful that we are 
still able to talk freely across this table with our Soviet 
friends, but we are still together, if not in agreement. . . . 
But this is not enough; there must be a genuine com- 
munion of minds, genuine modification of position, genuine 
co-operation in the fields of science, art, scholarship. 

‘We must hope and pray, too, that the Communists will 
everywhere abandon their doctrines of revolution and class 
struggle, without losing any of their longing and passion 
for a better world... . 

“We must hope and pray that there will develop in the 
Western World a mighty spiritual movement which will 
rediscover and reaffirm its glorious hidden values, and ful- 
fill mankind’s longing for a more just order of things, a 
more beautiful world, a New Heaven and a New Earth. 
Modern man sees before him the possibility of universal 
plenty for the first time in history, and grasps at any doc- 
trine which seems to promise him the fulfilment of his 
dream. . . . If the Western world can show a way to 
eradicate the shame and scandal of poverty, of exploita- 
tion, of oppression, of greed, without resort to social revo- 
lution and class struggle and dictatorship: if it can place 
these material values in their proper subordinate place 
within the context of a mighty spiritual movement which 
will be revolutionary without being subversive and which 
will draw its substance from the infinite riches of the West- 
ern positive tradition, then the necessity for Communism 
will vanish, and the specter which now walks the earth will 


be laid forever.” (New York Herald Tribune Nov. 28.) 


The Plans for the Satellite States 


“The Peoples Democracies on the Road to Socialism” 
is the subject of a series of articles by F. T. Konstantinov, 
a Soviet author, in Taeglische Rundschau, the official Red 
Army newspaper in the Soviet zone in Germany. These 
are summarized by Marguerite Higgins in the New York 
Herald Tribune for November 23. These articles, she 
comments, admit “for the first time that these regimes 
are dictatorships bent on achieving Sovietized economies, 
including full collectivization of the farm land.” This is 
‘‘a vast change from the propaganda line of as late as two 
years ago.” Then they still claimed to be representative 
democracies. This series of articles states specifically, 
however, that the Peoples Democracies and the Soviet 
order have “the same class character and . . . represent 
two different forms of dictatorship of the working class.” 
The Peoples Democracies came into being because “Soviet 
troops on marching into the countries of Middle and 
Southeastern Europe stole a march on Anglo-American 
imperialism,” 

The regime of the Peoples Democracies has, the arti- 
cles explain, passed through “a series of stages. In the 
course of development the distribution of power of the 
classes is changed. In the first stage, representatives of 
the bourgeoisie were permitted to participate in the state 
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administration along with workers, farmers, and the active 
intelligentsia, in so far as the former worked loyally to- 

ether with the power of the people. But as the socialistic 
character of the new power became ever more settled, cer- 
tain bourgeois elements transferred from collaboration 
with the people’s power to battle against further democratic 
reforms. They ran over to the camp of the people’s 
enemies... . The Peoples Democracies have stepped onto 
the way to socialism, but it is impossible to proceed to 
the end of this path without the dictatorship of the prole- 
tariat.” 

In order to consolidate the power already won “the 
Peoples Democracies must at least fulfill the three most 
important tasks of the dictatorship of the proletariat. . . . 

“(1) To break the resistance of the estate owners and 
capitalists who have been thrown out and expropriated 
through the Revolution, 

“(2) To rally the proletariat towards the final liquida- 
tion and destruction of classes. . . . 

“(3) To arm the Revolution and create an army of 
the Revolution for the battle with the foreign enemy and 
the battle with imperialism.” 

The economic pattern for Eastern Europe on its way 
to Socialism is described as follows: “In Albania, Bul- 
garia and Rumania practically all of industry is national- 
ized with the exception of the handicraft workshops with 
two or three workers. . . . In Czechoslovakia, Poland 
and Hungary, the nationalized factories produce 90 to 95 
per cent of all industrial production. .. . 

“In the countries of the Peoples Democracy . . . the pri- 
vate ownership of the soil continues up to the present day. 
Here a large and difficult task remains—that of making 
agriculture the object of socialist development. There 
is only one way to do this. This is the way to restriction, 
removal and finally liquidation of capitalistic elements on 
the basis of voluntary cooperatives and collectivization of 
agriculture.” The first collective farms, Mr. Konstantinov 
notes, “were created in June of this year in Rumania.” 

Summarizing the whole matter he says, “the prophetic 
words of Lenin that Bolshevism could serve for all as a 
tactical model assume constantly greater meaning in the 
practice of the socialistic reconstruction of the countries 
of the Peoples Democracies.” 


Concerning Private Pension Plans in Industry 


The Income Tax Unit of the Bureau of Internal Reve- 
nue makes public from time to time data on pension plans 
of corporations in trade and industry. The Bureau receives 
applications from corporations for rulings with respect to 
exemption from taxation of the contributions made by 
employers for such plans. In some instances data for 
“pension plans” and “profit-sharing plans” are combined. 

Through August 31, 1946, the Bureau had issued “fa- 
vorable rulings”, i.e. granted tax exemption for company 
contributions to pension funds, on 9,370 plans. These in- 
clude “plans of deferred compensation for employes, spe- 
cifically pension, profit-sharing and stock bonus plans. . . .” 
These plans “do not include arrangements under which 
bonuses or other benefits are paid currently to the em- 
ployes, nor do they include plans whose primary purpose 
is the provision of accident and health or disability benefits, 
individual or group life insurance, or dismissal wages.” 

Of the 9,370 plans, 6,862 are pension plans, and 2,508 
are profit-sharing plans. 

“In the countries of the Peoples Democracy . . . the pri- 
ticipating employes. The total number of employes of 
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the employers reporting was 9,663,521. The annual pay- 
roll of the participating employes was $9,044,450,000, and 
the annual amount of employer contributions was $653,- 
220,000. 

Of the 6,862 pension plans, 5,397 were approved be- 
tween September 2, 1942 and August 31, 1946. Only 105 
plans had been approved before 1930. 

On the much-discussed question of contributory vs. non- 
contributory plans, the data are not entirely clear, because 
pension plans are tabulated with the profit-sharing plans. 
“However, it is reasonable to assume that very few profit- 
sharing plans provide for employe contributions, so that 
practically all of the plans providing for employe contri- 
butions are pension plans.” 

Of the total of 9,370 pension and profit-sharing plans, 
6,842 did not provide for employe contributions. These 
had 2,122,282 participating employes. If the 2,508 profit- 
sharing plans, with 366,663 participating employes, are 
taken out of this group, then there would remain 4,334 
pension plans with 1,755,619 participating employes who 
made no contributions to the pension plans. 

Plans providing for employe contributions numbered 
2,528, with 1,534,989 employes. As above noted, these are 
practically all pension plans. They were inclusive of an 
undetermined proportions of plans providing “for em- 
ploye contributions . . . with respect to only a portion of 
their compensation, as for example, plans providing for 
an employe contribution with respect to only that portion 
of an employe’s annual compensation in excess of $3,000.” 
(The compulsory insurance contribution of the federal 
system of Old Age and Survivors’ Insurance is levied on 
the first $3,000 of compensation per employe per year.) 

Business Week, New York, of September 24, stated 
in a discussion of pensions that “since 1947, the number 
of workers covered has more than doubled.” It also esti- 
mated that ‘‘almost half the workers covered help support 
their systems. ...” The Treasury Department in a study, 
The Income Tax Treatment of Pensions and Annuities, 
released December 3, 1947, stated that there were then 
about 2,500,000 Americans receiving annuities, pensions 
or retirement benefits, “not counting veterans’ pensions.” 

This pension question is apparently going to be with us 
for a long time. An issue that increasingly intrudes itself 
is the relative responsibility of industry and of society as 
a whole for the way in which people are able to spend the 
twilight years. The “aging of the population,” that is, 
the increase in the upper age brackets, makes the problem 
both more urgent and more difficult to solve. 


The hot spot in recent controversy is the relative merit 
of contributory and non-contributory pension plans. Mr. 
Ralph Hendershot, whose financial column in the Scripps- 
Howard papers often catches our eye with its pungent, 
non-punch-pulling comments, recently delivered himself 
on this subject (New York World Telegram, October 31). 


Mr. Hendershot raised the question how much more 
John Jones, a company president, will be worth to the 
organization than Tom Smith, a common laborer, after 
both have retired. The answer to that question he thinks 
relevant to the pension controversy. 

“From where we sit,”” Mr. Hendershot writes, “it would 
seem that both would have approximately the same value, 
which is little or nothing. Why then should John Jones 
receive annual payments of, say, $25,000, whereas Tom 
Smith gets but $1,000? Theoretically, John made a con- 
tribution to the concern’s well-being 25 times as great as 
Tom during their working years. 
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“The chances are, however, that the basic facts would 
reveal John had had a great deal to do with fixing his own 
pension payments, whereas Tom had his fixed for him. 
And in Tom’s case, he and others may have been forced 
to resort to strike extortion to get even the $1,000.” 

But if it is assumed that those who work for an organ- 
ization have built up a stake in it the same principle 
‘should apply to all workmen”—from the president down. 
Violation of this principle has become “a stain on the 
record of many of our corporations”’—a stain which is 
only spread when all manner of “subterfuge” is resorted 
to in self-justification by “those who make the rules.” 
Corporation executives, he notes, have sought by means 
of pensions to make up for loss of income through high 
taxes and thus to maintain their living standards. 


Race Relations in the Fraternities 


The National Interfraternity Council, composed of rep- 
resentatives of 58 college fraternities, recommended the 
elimination of racial discrimination in fraternities at its 
meeting in Washington on November 26, as reported in 
the press. This was a reversal of its stand last year, and, 
indeed, of the first action taken on the subject this year. 
The resolution as finally adopted read : 

“Resolved that it is the sense of this conference that (1) 
It recognizes that many member fraternities have had and 
now havéyrestrictive provisions. (2) It recognizes that 
the question is of concern to many interested parties. (3) 
It calls these facts to the attention of all member frater- 
nities, appreciating that membership is an individual fra- 
ternity responsibility. (4) It recommends that member 
fraternities that do have selective membership provisions 
consider this question in the light of prevailing conditions 
and take such steps as they may elect to eliminate such se- 
lectivity provisions.” (New York Times November 27.) 

The day before, the chairman of the executive commit- 
tee of the Council had announced: “This conference has 
definitely indicated that the matter of the qualifications 
of its membership is solely the business of each fraternity 
and that the conference should not attempt to consider 
the subject.” (New York Herald Tribune, November 26.) 

Undergraduate fraternity leaders from New England 
and the Middle West, who had no vote in the Council, 
which is composed of graduate fraternity officers, met in- 
forma'ly on November 26 and demanded the repeal of the 
discriminatory clauses. Their views were presented by 
Alexander Goodman of Baltimore, executive secretary of 
Phi Alpha fraternity, who offered a resolution to “repeal 
and abolish” any fraternity by-law or constitutional pro- 
vision which discriminates “against any college student 
because of his religion, race, color or creed.” The reso- 
lution quoted above was substituted for this one. 

It will be recalled that the issue was raised in 1948 
when the Amherst chapter of Phi Kappa Psi pledged a 
Negro student. Although the Amherst chapter alumni gen- 
erally supported the undergraduate action, the national 
fraternity expelled the chapter because of its action. Yet, 
according to the constitution and by-laws “the selection of 
members was specifically stated to be the business of the 
local group alone. Nothing gave the national organiza- 
tion the right to interfere,” according to Alfred S. Romer, 
president of the corporation owning the chapter house 
at Amherst, in the Atlantic Monthly for June, 1949. 

Amherst College, it may be noted, already had a rul- 
ing that fraternities could not continue at Amherst if their 
charters had “any limitations on membership based on race 


or religion.” Several other colleges have taken similar 


action. 
What Is “(Good Moral Character’? 


The United States Court of Appeals Second Circuit 
handed down a decision on October 24 which merits at- 
tention by all interested in standards of morality in our 
culture. The renowned Judge Learned Hand delivered 
the opinion. The case came on petition from an order of 
the District Court for the Southern District of New York, 
which had denied the petition of one Adolf Schmidt for 
naturalization on the ground that he was not of good 
moral character. The basis of this judgment was his own 
admission that he had occasionally had intimate relations 
with unmarried women. The question was whether or not 
this admission established the fact that he was not of good 
moral character within the meaning of the law. Judge 
Hand pointed out that in a deportation case where the 
Commissioner of Immigration had held a violation of the 
Prohibition Law to be “a crime involving moral turpitude,” 
the Court had said that it was “impossible to decide at all 
without some estimate necessarily based on conjecture as 
to what people generally feel.” The present case, Judge 
Hand said, was of the same kind. To be sure, said Judge 
Hand referring to another case, “we held that a single act 
of adultery, unexplained and unpalliated, was alone 
enough to prevent the alien’s naturalization; but we re- 
fused to say whether under the ‘common standards of 
morality’ there might not be ‘extenuating circumstances’ 
for such a single lapse.” 

Another case was cited where several aliens had lived 
for years adulterously with one woman. The aliens were 
admitted on account of extenuating circumstances. 

After citing several other cases which bore upon the 
issue before the bar Judge Hand said: ‘We do not see 
how we can get any help from outside. It would not be 
practicable—even if the parties had asked for it, which 
they did not—to conduct an inquiry as to what is the com- 
mon conscience on the point. Even though we could take 
a poll, it would not be enough merely to count heads, 
without any appraisal of the voters. A majority of the 
votes of those in prisons and brothels, for instance, ought 
scarcely to outweigh the votes of accredited churchgoers. 
Nor can we see any reason to suppose that the opinion of 
clergymen would be a more reliable estimate than our 
own. The situation is one in which to proceed by any 
available method would not be more likely to satisfy the 
impalpable standard, deliberately chosen, than that we 
adopted in the foregoing cases: that is, to resort to our 
own conjecture, fallible as we recognize it to be. It is true 
that recent investigations have attempted to throw light 
upon the actual habits of men in the petitioner’s position, 
and they have disclosed—what few people would have 
doubted in any event—that this practice is far from un- 
common; but it does not follow that on this point common 
practice may not have diverged as much from precept as 
it often does. We have answered in the negative the 
question whether an unmarried man must live completely 
celibate, or forfeit his claim to a ‘good moral character’; 
but, as we have said, those were cases of continuous, 
though adulterous, union. We have now to say whether 
it makes a critical difference that the alien’s lapses are 
casual, concupiscent and promiscuous, but not adulterous. 
We do not believe that discussion will make our conclu- 
sion more persuasive ; but, so far as we can divine any- 
thing so tenebrous and impalpable as the common con- 
science, these added features do not make a critical dif- 
ference.” 
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